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Pursuant to the response of United Parcel Service (“UPS") witness David E. M.

Sappington (UPS-T-6) to interrogatory USPS/UPS-T6-24, filed today, Dr. Sappington’s

~ testimony on page 18, line 15, should be revised as follows: change “which is the same

markup that” to “which provides the same markup index that.” A revised page is

aftached.

Piper Marbury Rudnick & Wolfe LI.P
3400 Two Logan Square
18th & Arch Streets
Philadelphia, PA 19103-2762
(215) 656-3310
(215} 656-3301 (FAX}

and
1200 Nineteenth Street, NW
Washington, DC 20036-2430
(202) 861-3900

Of Counsel.

Respectfully submitted,

O S,

J6hn E. McKeever

William J. Pinamont

Phillip E. Wilson, Jr.

Attorneys for United Parcel Service




10

11

12

13

14

15

16

17

18

19

20

21

UPS~T-6

REVISED

6/30/00
volume and marginal cost, which corresponds to area B in Figures 1 and 2) and specific
fixed costs. The sum of these costs serves as the attributable cost markup base for

determining a service's appropriate share of institutional costs.

Once the Commission is presented with incremental cost estimates that it
believes to reasonably approximate incremental costs as properly defined and
measured, those estimates of incrementa!l cost should be used as the attributable cost
base that is marked up in determining each service’'s appropriate contribution to

institutional costs.

V. PRIORITY MAIL RATE RECOMMENDATION

A. The Recommendation

Based upon careful consideration of both the priteria specified in § 3622(b) of the
Act and the special circumstances in this case and in the R97-1 rate case, | recommend
a 40.3% increase in the average rate for Priority Mail. This rate increase represents a
cost coverage of 176% and a markup (the ratio of contribution to attributed cost) of
76%, which provides the same markup index that the Postal Service proposes for First
Class Mail in this case. Under this recommendation, Priority Mail's markup index (the

ratio of its markup to the systemwide markup) is 1.395.

B. Basis for the Recommendation

Prior to R97-1, Priority Mail had consistently been assigned a cost coverage that
exceeded both the systemwide average cost coverage and the cost coverage assigned

to First Class Mail. A higher cost coverage for Priority Mail is appropriate, given the
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